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ABSTRACT 
In today's Internet Age, companies are moving their businesses online. Banks are no 
exception to this phenomenon. Banks in Hong Kong are offering online banking 
services as a tool to establish a profitable life-long relationship with their clients and 
as a way to control costs in such an increasingly competitive industry. 
Adopting the customer's perspective, this report addresses the first purpose of 
launching Internet Banking, i.e., to what extent Internet Banking brings about the 
required elements for a long-term banker-customer relationship. Based on previous 
studies on relationship building, both in business-to-business and business-to-
customer contexts, a banker-customer model is constructed. Various elements are 
included to test if they support a long-term relationship in the banking context. 
Customers' satisfaction derived from a relationship, trust-worthiness of bankers, 
customers' perception of bankers' commitment in their relationship and customers' 
dependence on their bankers in handling personal finances are perceived to be 
achieved via Internet Banking, which in turn facilitates a long-term orientation 
towards the use of Internet Banking services and hence their bankers. Methods are 
also suggested as to how to foster the critical elements in the banker-customer 
relationship. 
iii 
TABLE OF CONTENTS 
ABSTRACT i 
TABLE OF CONTENTS ii 
Chapter 
I. INTRODUCTION 1 
II. BACKGROUND 5 
Internet Banking in the United States 5 
Internet Banking in Hong Kong 8 
III. LITERATURE REVIEW 11 
Relationship Marketing 11 
E-commerce and Internet Banking 14 
IV. CONCEPTUAL FRAMEWORK 20 
Banker-Customer Relationship Model 20 
Determinants of Long-term Orientation 21 
Satisfaction 21 
Trust 22 
Perceived Banker's Commitment 27 
Dependence 29 
V. METHODOLOGY 32 




Perception of Banker's Specific Investments 33 
Perceived Uniqueness of Services 34 
Satisfaction 34 
Trust 34 
Perceived Banker's Commitment 35 
Dependence 35 
Long-term Orientation 36 
VI. RESULTS 37 
Long-term Orientation 38 
Trust 39 
Perceived Banker's Commitment 39 
Dependence 40 
i i i 
VII. DISCUSSIONS 41 
VIII. MANAGERIAL IMPLICATIONS 46 
IX. LIMITATIONS 50 






E-commerce and Internet have brought revolutionary changes and impacts to every 
business. They alter the conventional mode of doing business as evident by the huge 
number of e-commerce initiatives worldwide. 
Putting e-commerce in the banking context, many banks start launching Internet 
Banking as a value-added servicing channel for their customers. Some banks in U.S. 
even operate solely "virtually". Banks in Hong Kong, following the footsteps of their 
U.S. counterparts, are now proactively developing and promoting online banking in 
2000, making it available to the mass market of retail banking. 
One characteristic of the banking industry is personalised services, where trust, 
prudence and due-diligence are vital for a banker-customer relationship. Banks have 
been projecting an image of life-long partners through advertising campaigns and 
offering quality customer service. Furthermore, providing one-stop full financial 
services strengthens the intimacy and tie of their partnership. Banks realise that 
building solid relationship with and retaining existing customers are critical for 
beating competitors in today's competitive environment. Relationship marketing 
33], which broadly means marketing activities that facilitate relational exchanges, 
and Customer Relationship Management are becoming more important to financial 
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institutions since understanding the fundamentals, i.e., customer needs, can help 
creating customer loyalty. 
The United States, being a leader in Internet technology and having a high Internet 
penetration, is expected to be more receptive to Internet Banking. However, some 
findings, as elaborated in the next section, seem negative towards the use of Internet 
in servicing bank customers, at least at this moment. For instance, an approximately 
equal number of first-time users opted out from Internet Banking in 1999. Would the 
same thing happen in Hong Kong? How far do customers believe that Internet 
Banking is a convenient and secured way to handle their personal finances previously 
done through retail branches and phone? As more and more banks are putting life-
long customer relationship in their mission statement, can Internet Banking 
effectively strengthen the banker-customer relationship, which is a critical success 
factor in today's competitive environment? 
Nevertheless, limited studies put the concepts of relationship marketing and e-
commerce together in the banking context. Without tying the two valuable concepts 
together, sufficient insights cannot be drawn on whether e-commerce is an appropriate 
tool for relationship marketing. It is thus sceptical that Internet Banking does help 
tighten the bond between the banks and their customers, which is of growing 
importance. 
Researchers of relationship marketing concentrate on defining the generic meaning of 
relationship marketing, refining it when applied in different industries, its benefits and 
the essential elements and the process for building and consolidating buyer-and-seller 
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relationship. On the other hand, e-commerce is a relatively new concept. Il is a novel 
idea of delivering products and services to all parties involved in the supply chain, 
such as suppliers, agents and customers. Actually, it can be a tool for relationship 
marketing for banks. Previous studies, however, are confined to the stages of 
development when applied in the banking industry, the critical success factors for 
implementing e-commerce, issues and challenges e-commerce service providers face 
and the appropriateness of applying e-commerce in the banking sector. 
Seeing the prevalence of Internet Banking, it is necessary to understand the extent that 
e-commerce serves the purpose of relationship marketing and helps a banker to 
achieve a leading position in the industry. It is because there is currently no 
conclusive study as to whether e-commerce fits into the industry characteristics of 
banks and whether Internet Banking strengthens, or in what way it enhances, a 
banker-customer relationship; it then drives no directions on how to apply e-
commerce to consolidate relationship with customers as part of the business strategy 
of a banker. Understanding the effectiveness of Internet Banking in strengthening 
banker-customer relationship lays the theme of this report. 
This report is done from the customer perspective. To keep the study concise, only 
the retail arm of banks and hence personal customers are considered. 
This study will explore the elements that are significant in building and maintaining 
banker-customer relationship. A banker-customer relationship model is established to 
reveal customer perception towards Internet Banking and explain what determines 
customers' long-term orientation towards Internet Banking at its present stage, i.e., a 
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"full service provider" model. Recommendations for banks can then be made 
regarding using Internet as a servicing tool in building and maintaining client 





In the banking industry, Internet Banking has emerged as an extension of electronic 
banking. Many banks in the U.S. offer online services as an alternative delivery 
channel and some even operate purely as "virtual banks" without having any physical 
branches. 
Internet Banking in the United States 
With 54 million Americans using the Internet, the U.S. has the largest number of 
online bank customers today. A 1999 report indicated that over 6.5 million 
households do some form of online banking and the figure was expected to grow to 
32 million by 2003 [40], which means a fourfold rise within 4 years. It is clear that 
the trend towards greater acceptance of electronic delivery is growing and that banks 
must be able to offer these alternative channels [46]. Internet, therefore, seems to be 
an important servicing tool that banks have to develop and will replace, to some 
extent, the existing channels, such as branches and phonebanking services, in the 
future. 
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In April 1999, nearly 100 percent of American banks have their own Internet sites [9] 
and today the majority of U.S. e-banks are either in "full-service Internet Banking" 
phase or marching towards it. In this phase, a full spectrum of financial services, 
including online trading and asset management, will be offered. 
Despite all the fascinating growth numbers and services offered, some statistics 
showed signs of warning for the Internet Banking industry. Between July 1998 and 
1999, it was reported that 3.2 million people opened online bank accounts with U.S. 
banks; however, during the same period, 3.1 million U.S. online banking customers 
stopped using their accounts. In that period, the number of online securities traders 
grew by 53% compared to the online bank user growth rate of 2%only [13]. 
The report also indicated that 50% of those surveyed stopped banking online due to 
the complicated web site design and unhelpful online help desks, for instance, many 
online banking customers feel that email queries are not handled quickly enough. 
Another study also pointed out that only 3% of U.S. online securities traders stopped 
trading via Internet during 1999, while the attrition rate for online banking was much 
higher and close to 50% [40 . 
The Internet Banking experience in the U.S. has several implications: 
Customers choose to bank online, in the first place, for time saving and flexibility. 
When they find that some websites are either too complicated in terms of design and 
services provided or delivering unsatisfactory level of customer service, they will 
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discontinue using the banks' online services and revert to traditional channels. 
Therefore, websites have to be user-friendly enough to provide a unique experience to 
the users. 
While most Internet banks have the technical capabilities to deliver sophisticated 
financial services online, they often do so as primarily to match the services offered 
by their competitors. With this motive in mind, they may fail to evaluate customers' 
concerns and expectations, such as ease of using Internet and the security issue, which 
are fundamental to the success of Internet Banking. 
Simple things such as prompt email reply may often be overlooked by Internet banks 
in their quest for offering fancy online services, because customers expect to obtain 
real time, or almost instant, solutions, from online banking. This is an important factor 
in retaining customers and maintaining good relationships with them. 
If online banking in reality increases the amount of time customers spent on banking 
transactions and reduce the level of customer service that customers are currently 
enjoying from branches and phonebanking services, they will quit using online 
services. With the existence of alternatives that customers have got used to and are 
generally satisfied with, why bother to bank online when they cannot identify unique 
value? 
Therefore, it is only when unique functions and distinctive values that cannot be 
obtained from other servicing mode are provided by Internet Banking can it 
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effectively keep customer loyal and become the key channel in building and 
maintaining customer relationships [40]. 
Internet Banking in Hong Kong 
While banks in North America began setting up their Internet Banking units in mid-
90s, their counterparts in Hong Kong only started doing their business online in the 
last quarter of 1999. Bank of East Asia took the lead in Hong Kong's Internet 
Banking by launching its Cyberbanking in September 1999 and attracted 120,000 
registered users in a year, more than 40,000 of which are new customers. 
The two largest banking groups in Hong Kong, Bank of China Group and HSBC, 
followed suit and launched their e-banking units in early 2000. By February 2001, it 
was estimated, from an AC Nielsen research report [10], that Hong Kong has about 
370,000 Internet Banking users and this figure will increase to 650,000 one year after. 
Hong Kong Bank and Bank of East Asia are currently the leaders in Internet Banking 
services, each with over 140,000 registered users. The figures of Hong Kong 
Monetary Authority have indicated that Internet Banking users represent less than 5% 
of total bank customers on average [11], thus there are still lots of room for the 
growth of Internet Banking in Hong Kong. 
The above-mentioned AC Nielsen report has also outlined the major factors that 
influence Hong Kong people's decision when choosing Internet Banking services. 
The most important factor, according to its survey, is that the Internet Banking 
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services are provided by a bank that the customer frequently transacts with. The 
second, third and fourth most important factors are closely related: good bank image, 
credibility and reputation respectively. Good customer service occupies the last 
position among the top five factors. Not surprisingly, this survey indicates that Hong 
Kong people prefer using the Internet Banking services provided by a bank that they 
are familiar with and consider as reliable and trustful. 
At present, almost all retail banks, including the smaller local ones, are providing 
services online as a defensive strategy. The majority of services that are offered on 
the Internet are retail-banking services also available via phone or other electronic 
devices. Some examples are account enquiry, transfer of funds (both intra and inter-
bank), loan application and securities and foreign currencies trading. Banks position 
their online banking as value-added services that supplement the existing delivery 
channels. As the Interest Rate Agreement will be removed completely in July 2001, it 
is expected that banks will further promote the use of online banking services to drive 
costs down so as to maintain competitiveness in the market. 
Like their U.S. counterparts, most of the e-banks in Hong Kong are either planning to 
go or already marching towards the phase of full-service Internet Banking, although 
they are not as fully developed in terms of the variety of services offered and the 
sophistication of their websites. Recently, quite a number of banks in Hong Kong 
have focused on "Wealth Management" and the business clients when formulating 
their Internet Banking strategies. For example, Bank of East Asia has launched the 
concept of "My Cyber World" at the end of 2000, which allows the bank's Internet 
Banking clients to more effectively manage all aspects of their personal finance and 
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wealth and is also a channel for promoting the bank's investment products such as 
bonds and mutual funds. Moreover, the bank is planning to launch a business-to-
business (B2B) e-commerce platform and a payment gateway system for its business 
clients in 2001. 
Regarding Internet security, almost all Internet banks in Hong Kong utilize the Secure 
Socket Layer (SSL) protocol for the protection of data security. Hong Kong 
Monetary Authority has strict requirements on Internet Banking security for banks to 
follow, hence there should be no major difference in the security level among 
Internet banks of Hong Kong. Some banks have recently adopted an even more 
secure protocol, Secure Electronic Transaction (SET), as an additional Internet 
security tool; since this technology requires customers to download a Digital 
Certificate onto their computers, it may take a longer time for customers to get used to 




There are plenty literatures on relationship marketing and e-commerce, including their 
definition, benefits, components etc. Although some mention their respective 
application in the banking industry, few tie the two concepts closely enough in the 
banking context for thorough understanding on whether Internet Banking does 
achieve the purposes of relationship marketing. This section summarises past 
literatures to lay the basis for this study. 
Relationship Marketing 
According to Morgan & Hunt (1994), relationship marketing is a concept that 
encompasses relational contracting, relational marketing, working partnerships, 
symbiotic marketing, strategic alliances, co-marketing alliances and internal 
marketing. They proposed that relationship marketing refers to “all marketing 
activities directed toward establishing, developing, and maintaining successful 
relational exchanges” [33 . 
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Considerable research has been done in the past two decades to explore different 
aspects of relationship marketing across different industries. The phrase “relationship 
marketing" appeared in the services marketing literature for the first time when Berry 
(1983) defined relationship marketing as “attracting, maintaining and — in multi-
service organizations — enhancing customer relationships" [2]. In that paper, he 
outlined five essential elements for practicing relationship marketing: (i) to develop a 
core service for building customer relationships; (ii) to customize the relationship to 
individual customers, (iii) to augment the core service with extra benefits and values; 
(iv) to price services for encouraging customer loyalty and (v) to do marketing to 
employees (internal marketing) for improving their performance with customers. 
Academics have conducted various studies on the benefits of relationship marketing 
in service industries. Based on an analysis of more than 100 companies in service 
industries, Reichheld and Sasser (1990) found that the firms could raise profits by 
25% to 85% if customer defections were reduced by just 5% [38]. Researchers not 
only demonstrated the potential benefits of relationship marketing to the firm, but also 
showed that relationship marketing could bring benefits to customers as well. 
After conducting 16 focus group sessions with customers from various service 
industries, Parasuraman, Berry and Zeithaml (1991) reported that customers generally 
like to have a more personalized and closer relationships with service providers [37". 
Berry (1995) wrote that for "continuously or periodically delivered services that are 
personally important, variable in quality, and/or complex, many customers will desire 
to be 'relationship customers'" [15]. He contended that customers of services such as 
banking, medical and hairstyling, in which the above-mentioned characteristics are 
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demonstrated, will desire continuity with the same service providers, a proactive 
service attitude and customized services; these are the potential benefits that 
relationship marketing can bring. 
Scholars, moreover, developed well-supported models which define many of the 
variables that influence the success of a relationship. Their empirical studies covered 
buyer-seller relationships in both business-to-consumer and business-to-business 
contexts. In a study on the customers of a New York theatre company, Garbarino and 
Johnson (1999) found that for consistent subscribers (high relational customers), trust 
and commitment are the driving forces of their future attendance and subscription; 
while for individual ticket buyers (low relational customers), overall satisfaction is the 
primary mediating construct between component satisfaction attitudes and future 
intentions (attendance and subscription) [24]. 
After analysing the survey results of 400 retail bank customers, Barnes (1997) 
indicated that affective variables (e.g. the frequency of having positive emotions 
towards the bank, the feeling that the bank really cares about them and can be relied 
on, etc.) are factors that contribute most to the establishment of close and satisfying 
customer relationships [12:. 
Models were also developed for analysing buyer-seller relationships in a business-to-
business context. The study by Morgan and Hunt (1994) illustrated that relationship 
commitment and trust are keys to cooperative relationships and successful 
relationship marketing [33]. Ganesan (1994) found that trust and dependence are the 
key factors in determining the long-term orientation of both retailers and vendors in 
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buyer-seller relationships [23]. Anderson and Weitz's study (1989) indicated that the 
continuity of a relationship between a manufacturer and its sales agent increases as 
trust between them increases, stakes in the relationship increase, the manufacturer's 
reputation for fairness to channel members improves and the power in the relationship 
becomes more balanced [6]. 
Wilson (1995) was interested in the process of relationship development and hence 
established a conceptual model that integrates the relationship variables of empirical 
studies with stages in the relationship development process. He argued that factors 
such as trust, reputation and performance satisfaction are influential in the early stages 
of relationships (partner selection and defining relationship purpose); while variables 
like cooperation and commitment are more active in the later stages (creating 
relationship value and relationship maintenance) [49]. 
E-commerce and Internet Banking 
Sheridan (1998) claimed that at its heart, e-commerce is the convergence of content, 
storage, networks, business applications, and consumer devices. The convergence 
that makes e-commerce possible refers to (i) convergence of content; (ii) convergence 
of transmission; and (iii) convergence of access devices. Consequently, e-commerce 
has created an economy driven by the convergence of speed, connectivity, and 
intangible value [42:. 
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Many scholars have classified the stages of Internet Banking development. Seitz and 
Stickel (1998) pointed out that its evolution begins with information presentation, 
then some forms of asynchronous communication, next interaction with users, and 
finally transaction banking [41]. 
Similarly, Sheshunoff (1999) identified 5 phases for the development of Internet 
Banking. They are: (i) Phase 1: Basic Website, whereby banks advertise their 
products; (ii) Phase 2: Enhanced-content Website and it means that banks pro actively 
use it as a marketing tool and so nonbanking-related contents are also included; (iii) 
Phase 3: Full-service Internet Banking which offers a wide range of services, such as 
balance lookup, fund transfer, brokerage, insurance and asset management; (iv) Phase 
4: Marketing, whereby the most profitable potential Internet Banking customers are 
identified, urged to sign up and motivated to use online banking repeatedly; and (v) 
Phase 5: E-commerce which enables marketing, selling, delivering and supporting 
customers electronically [43]. 
To explain the swift emergence and extensive application of e-commerce, many 
discussions were done on the benefits for using Internet as a distribution channel and 
launching Internet Banking specifically. 
According to an anonymous study published in the Economist in 1999, Internet 
Banking offers the following advantages: (i) it is a low-cost servicing channel as 
banks do not have to maintain the expensive human resources in branches; (ii) it 
enables datamining on information going through the web; (iii) it is convenient by 
being available 24 hours a day and anywhere with Internet access; and (iv) it allows 
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instant collating and interpreting data for credit risk, and hence same-day approval of 
mortgage loan and credit card applications possible. 
Another study conducted by Kaplan and Sawhney (2000) suggested that using the 
web as a marketplace can (i) bring more choices to buyers as they can easily access 
plenty product information from different sellers via Internet; (ii) increase seller's 
access to new customers who are inaccessible previously by physical outlets and (iii) 
reduce transaction cost [29 . 
Gulati and Garion (2000) pointed out that e-commerce can achieve the followings 
benefits to sellers: (i) cross-selling of products and services; (ii) shared information 
among different product-units; (iii) shared infrastructure (e.g. call centre); and (iv) 
shared brand to leverage on brand equity; etc [25]. 
Furthermore, Slywotzky (2000) advocated that Internet gives rise to "choiceboard", 
which is an interactive, on-line system that allows individual customers to design their 
own products by choosing from a menu of attributes, components, prices and delivery 
motions. This is also called "co-creation" of products. Buyers will no longer be 
"product-takers" [45]. 
To fully capitalise the use of Internet as a servicing channel, plenty studies were done 
to explore the critical success factors for successful e-commerce initiatives. 
According to Nemzow (1999), the key is to generate "stickiness" because the 
contention for new Internet customers and retention of existing ones are mechanisms 
for assessing and boosting customer retention. Supply chain automation, which is an 
1 7 
integration of seller-side operation and buyer-side activities, and personalised content 
will bring financially valuable and sustainable stickiness [35]. 
Evans and Wurster (1999) alleged that competition in e-commerce arena is a 
competition on (i) reach of potential buyers; (ii) affiliation towards customers; and 
(iii) richness of customer data, product information, brand and information channel 
[21]. Also, Bernstel (2000) pointed out they money, time and resources are essentials 
to keep competitive in the cyberspace [13]. 
Summing up the studies from Wiegran and Koth (1999) [47], Motley (2000) [34] and 
Rubino (2000) [40] regarding Internet infrastructure, an attractive website should (i) 
be well-designed with functionality and user-friendliness; (ii) provide value-added 
information; (iii) enable personalisation and customerisation; (iv) allow intelligent 
communication and prompt feedback mechanism; (v) give loyalty incentives to 
encourage customers to return to the site; and (vi) invest in infrastructure to support a 
more mainstream customer base etc. 
However, many issues have arisen relating to e-commerce. Identity verification is an 
age-old problem and passwords, signatures and fingerprints are solutions. Recently, it 
has been proposed that "passfaces", whereby a customer chooses and memorise 
typically four "passfaces" form a library of anonymous photographs, is a de facto 
standard alternative to passwords. Identity is authenticated by clicking on the faces he 
recognises. "Passfaces" can improve security and reduce subscription fraud as tests 
have proved that faces are much easier to remember than passwords and faces are 
difficult to write down or to give away to other people [19]. 
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Another practical problem banks need to handle is how to formulate appropriate 
marketing strategies for such a new form of banking. Liao, Shao, Wang and Chen 
(1999) proposed that understanding people's adoption intention of virtual banking can 
help strategy formulation. The research findings are (1) attitude towards the use of 
virtual banking is dependent upon the behavioural beliefs of relative advantage, ease 
of use, compatibility, results demonstrability and perceived risk, and (2) subjective 
norms about the use of virtual banking are dependent upon normative beliefs of 
image, visibility and critical mass [30]. 
The third challenge that banks face is channel conflicts as they maintain both physical 
and virtual channels to serve their clients. For a start, technology is not so much an 
alternative way of delivering services but usually an additional one. ATMs have not 
replaced branches, but have often been added on. According to a research by 
Anderson Consulting, only if a bank shuts down the old channels that it is great to 
reach people via the Internet [9]. Therefore, banks need to consider to what extent 
Internet Banking replace the conventional bricks-and-mortar branches and existing 
electronic means for handling banking transactions [17]. 
With regard to the effectiveness of delivering banking services via Internet, Birch 
(1999) proposed that personal computers, despite their power and functionality, are 
not necessarily the best platform for the delivery of all financial services. Instead, 
mobile phone, being a personal device, is a good platform for financial services. 
Besides, digital mobile services, using a tamper resist and smart Subscriber 
Identification Module (SIM) card, provide a much higher level of security than 
anything available on the Internet in software. Another reason is that data capabilities 
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of the mobile platform are expanding. Data rates reach 144Kb/s with the introduction 
of the Universal Mobile Telephone Service (UMTS) and will move on to 2Mb/s by 
2005. Additionally, penetration rate of mobile phones is higher than that of Internet 





Researchers have been conducting studies to investigate the essentials to strengthen 
relationships between buyers and sellers, both in business-to-business and business-
to-customer context. Therefore, extensive literature review is done to dig into the 
necessary elements for the establishment of a long-term and quality banker-customer 
relationship. 
Banker-Customer Relationship Model 
Long-term orientation, as defined by Ganesan (1994), means that the channel 
members involved "rely on relational exchanges" and “obtain efficiencies through 
joint synergy resulting from investment in and exploitation of idiosyncratic assets and 
risk sharing" [23]. Noordewier, John and Nevin (1990) stated that one characteristic 
of long-term orientation is "expectations of continuity of a relationship", which 
captures the profitability of a future interaction" between channel members [36]. 
Kelley (1983) added that "a retailer's long-term orientation in an existing relationship 
rather than the length of the relationship" is a better indicator of closeness in 
relationship [4]. Similarly, Berscheid, Synder and Omoto (1989) pointed out that 
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"relationship longevity" is by itself an inappropriate measure of closeness [16:. 
Hence, the qualitative dimension, rather than duration, of a relationship is stressed. 
In the banker-customer context, long-term orientation can be taken as an accurate 
measure of the quality of their relationship. It is because in today's competitive 
environment, customers can easily switch to another bank that provides similar 
service at a comparable pricing. What may be lacking is a reduction of personal 
attention that customers, especially high net-worth ones, previously enjoy at the 
beginning. Since banks are now eager to retain customers, the level of closeness will 
soon resume. Barnes suggests that it is “not inconceivable that customer may be 
retained, often for long periods, with a genuine relationship being present" [12]. A 
longer duration orientation implies a more satisfying and fulfilling relationship, which 
prevents customers opting for another bank. 
Determinants of Long-term Orientation 
Satisfaction 
Satisfaction of a channel member with past outcomes reflects a positive state based on 
the outcomes obtained from the relationship. Previous research in channel 
relationships has indicated that satisfaction of a channel member is instrumental in 
increased morale, cooperation between channel members, fewer terminations of 
relationship and reduced litigation (Hunt and Nevin 1974 [28]; Lusch 1976 [31]). 
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Some researchers go further and propose overall satisfaction (or cumulative 
satisfaction), which is defined as “an overall evaluation based on the total purchase 
and consumption experience with a good or service over time" (Anderson, Fornel and 
Lehmann 1994 [7]). This overall satisfaction is a cumulative construct, summing 
satisfaction with specific products and services of the organisation and satisfaction 
with various facets of the firm (Czepiel, Rosenberg and Akerele 1974 [3]). 
Satisfaction, to sum up, is derived from good experience. Being satisfied with the 
services rendered by a bank in the past, it is likely that the customer will continue to 
use those services and even other new services offered by that bank. 
Hi： Satisfaction with the services of Internet Banking is positively related to 
customer ’s long-term orientation towards Internet Banking 
An empirical study done by DiCostanzo, Larson and Sasser proved that companies 
reap far greater economic rewards form highly satisfied customers than they do from 
the merely satisfied. They also found that increasing a customer's level of satisfaction 
could substantially increase the economic attractiveness of that customer [18]. This 
illustrates that building satisfaction among customer can be actualised into profits. 
Trust 
Trust is the “willingness to rely on an exchange partner in whom one has confidence", 
advocated by Moorman, Zaltman, and Deshpande (1992) [32]. The notion of trust is 
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then a belief, a sentiment, or an expectation about an exchange partner that results 
form the partner's expertise, reliability and intentionality. Besides, trust has 2 
components: credibility and benevolence. 
Credibility is based on the extent to which the retailer believes that the vendor has the 
required expertise to perform the job effectively and realiably. This encompasses the 
consistency, stability and control over the behaviour exhibited. 
Benevolence refers to the extent to which the retailer believes the vendor has 
intentions and motives beneficial to the retailer when new conditions arise, conditions 
for which a committement was not made. This dimension include the qualities, 
intentions and characteristics attributed to the partner rather than his specific 
behaviours (Ramel, Holmes and Zanna 1985) [39:. 
A retailer's trust in a vendor (i) reduces the perception of risk associated with 
opportunistic behaviours by the vendor; (ii) increases the confidence of the retailer 
that short-term inequities will be resolved over a long period, and (iii) reduces the 
transaction costs in an exchange relationship [23'. 
Put into the banking environment, the above study implies that a customer has trust in 
a banker if the former believe that the latter, on one hand, has the credibility and 
expertise to deliver banking service with quality, reliability and consistency; and, on 
the other hand, has the intention and motives to maintain a mutually beneficial 
relationship with him. 
2 4 
H2： Trust in Internet Banking is positively related to customer ’s long-term orientation 
towards Internet Banking 
Previous studies in buyer-seller realtionships have found 4 conditions that give rise to 
trust� 
Reputation 
Retailers and vendors provide signals of their future actions through their behaviours 
in other channal relationships. By making sacrifices and showing concern to the other 
channel member, retailers and vendors develop a reputation for fairness within the 
industry. It is more likely that retailers will trust the vendor (Anderson and Weitz 
1992) [6]. This reputation for fairness has a positive effect on a vendor's credibility, 
but not benevolence, as it is built on the edifice of reliable and consistent behaviours 
over time. 
An AC Nielsen research report has indicated that reputation of a bank is among one of 
the top five factors that influence Hong Kong customer's decision when choosing 
Internet Banking services. Therefore, to choose a bank for online banking, customers 
prefer a reputable bank - one that they consider as reliable and trustful. It can be 
inferred that customers will be more likely to trust a reputable bank and thus its 
Internet Banking services. 




Research in equity and social exchange theory suggests that (in)equitable outcomes 
affect behaviours in subsequent periods (Adams 1965 [1]; Kelly and Thibaut 1978 
[5]). In a continuing relationship, satisfaction with past outcomes indicated equity in 
the exchange and results in confidence that parties will not take advantage of in a 
relationship and that both parties are concerned about the other's welfare in the 
relationship. A retailer's satisfaction with past outcomes will increase its perception 
of a vendor's credibility and benevolence. 
Among the five most important factors identified in the AC Nielsen report that 
influence Hong Kong people's decision when choosing Internet Banking services, 
four of them are directly related to the element of trust. This shows that trust is an 
extremely important element in customer's decision-making regarding Internet 
Banking. Besides these four factors, good customer service is also among the top 
five. It can reasonably be inferred that service satisfaction will increase the level of 
trust that customers have for Internet Banking and hence their tendency to bank 
online. 
H4: Satisfaction with the services of Internet Banking is positively related to 
customers，trust in Internet Banking 
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Experience 
Experience with a channel partner breeds trust as previous interactions provide parties 
time to have greater understanding of one another and their idiosyncrasies. Thus, 
experience with the vendor is likely to increase a retailer's trust in the vendor's 
credibility and benevolence [23]. 
From the AC Nielsen report, the most important criterion when a customer selects 
Internet Banking services is that the services are provided by a bank that the customer 
frequently transacts with. Especially regarding the utilization of some new services, 
people like to choose a bank that they have experience with, as they are more familiar 
with that particular bank and hence have more trust in their services. 
H5： Previous Experience with a bank is positively related to customers ‘ trust in 
Internet Banking 
Perception of Vendor's Specific Investments 
A retailer's perception of a vendor's specific investments in a relationship signals that 
vendor can be believed, cares for the relationship and is willing to make sacrifices 
through such investment. Hence, these investments increase both the vendor's 
credibility and benevolence [23:. 
To put it into the banker-customer context, when a customer notices or perceives that 
a bank has invested significant amount of money and other resources in enhancing the 
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security, services and performance of its Internet Banking websites, his/her trust in its 
Internet Banking services should be increased, as this shows that the bank is trustful, 
cares for its relationship with customers and is willing to make sacrifices for the 
relationship. 
H6： Perception of banker 's specific investments in Internet Banking is positively 
related to customers，trust in Internet Banking 
Therefore, if the bank (i) has established a reputation of fairness, (ii) has provided 
satisfaction druing the previous dealings with a customer, (iii) has served the 
customer for a longer period of time, (iv) and is perceived to undertake investments 
that can enhance the variety and quality of services offered, the level of trust that a 
customer put on that particular banker will be higher. The customer will then be 
confident that the bank is credible and benevolent in delivering services, and thus be 
willing to deal with that bank in the future. 
Perceived Banker's Commitment 
Commitment is another ingredient for long-term relationships (Dwyer, Schurr and Oh 
1987 [20]; Morgan and Hunt 1994 [33]). It is defined as "an enduring desire to 
maintain a valued relationship" (Moorman, Zaltman and Deshpande 1992 [32]). 
Gundlach, Ahrol and Mentzer goes further and argue that commitment has three 
components: (i) an instrumental component of some form of investment; (ii) an 
attitudinal component that may be described as affective commitment or 
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psychological attachment; and (iii) a temporal dimension indicating that the 
relationship exists over time [26". 
Hence, in a banker-customer situation, customers' perception of the banker's 
commitment to maintain a long-term and quality relationship with them will likely to 
increase their long-term orientation towards Internet Banking. 
Hj： Perceived banker's commitment is positively related to customer's long-term 
orientation towards Internet Banking 
Perception of Banker's Specific Investments 
A bank's commitment to maintain a long-term and quality relationship with clients 
can be evaluated in terms of the investments that it is willing to make. The 
investments made by the bank can be used as a tool for creating a perception in the 
mind of customers that it is highly committed in its relationship with them. 
In Internet Banking, the more the bank is willing to spend on ensuring security of 
transactions and enhancing customer service, the more committed it is in maintaining 
a long-term customer relationship through its e-banking web site. 
Hs- Perception of banker ’s specific investments in Internet Banking is positively 
related to perceived banker 's commitment. 
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Dependence 
In a business-to-business context, dependence refers to a retailer's need to maintain 
the channel relationship to achieve desired goals (Frazier 1983) [22]. Heide and John 
(1998) indicate that dependence of a retailer on a vendor is increased when (i) 
outcomes obtained by the retailer from the vendor are important and highly valued 
and the magnitude of the exchange is high; (ii) outcomes obtained by the retailer 
exceed outcomes available to the retailer from the best alternative vendor; and (iii) 
retailer has few alternatives sources or potential sources of exchange [27 . 
Hence, when a retailer is highly dependent on a vendor, there is a strong tendency for 
the retailer to maintain the status quo and develop a long-term orientation towards the 
vendor. To put it in the Internet Banking context, when a customer is highly 
dependent on the services of Internet Banking, he/she is more likely to have a long-
term orientation towards it. 
Hg： Customer ’s dependence on the services of Internet Banking is positively related to 
customer 's long-term orientation towards Internet Banking 
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There are two determinants of customer's dependence on the bank: 
Perception of Banker's Specific Investments 
Transaction-specific investments can be defined as investments in durable assets that 
are highly specialised to the exchange relationship and not easily redeployable and 
have little salvage value in other relationships (Williamson 1981) [48]. 
In banker-customer relationship, if a customer believes that the bank has made 
specific investments in developing the Internet Banking web site and ensuring the 
security of his/her transactions, the bank may effectively create exit barriers, as the 
customer may find it difficult to find a bank that can match its investments and 
switch. 
Hio： Perception of banker's specific investments in Internet Banking is positively 
related to customers ‘ dependence on the services of Internet Banking 
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Perceived Uniqueness of Services 
From the Internet experience in U.S., it is clear that one of the main factors in keeping 
people to bank online is the ability to offer services that can create unique value for 
customers. Hence bankers keep thinking of offering innovative and customized 
products and services online that competitors cannot imitate, at least, in the short run. 
When customers perceive services of banks are unique, it means that these services 
are important and of high value to them and are not available from other banks; thus 
the customer's dependence on the bank will increase. 
Hi I： Perceived uniqueness of an Internet bank's services is positively related to 





The data used to test the model came from a survey, attached as Appendix 2, with 
people who hold a university degree or are currently attending diploma courses in a 
university; a total of 210 questionnaires were returned. These individuals were 
chosen because of their propensity to be more receptive to using Internet as a banking 
channel, as they have fewer problems in operating computers and are familiar with the 
applications of Internet. In addition, since they are potentially a bank's most 
profitable customers, the results of the survey will be of value to bankers as well. 
Measures 
Twenty-eight measures, as shown in Appendix 3, are adapted from a variety of 
sources as previous studies concentrates on a business-to-business and business-to-
customer context in general, and hence have to be modified to suit the banker-
customer context for our study. 
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Reputation 
Anderson and Weitz (1992) [6] and Ganesan (1994) [23] suggested that reputation of 
a vendor should be measured in terms of fairness, concern and honesty. The three 
categories are adopted in the banker-customer relationship and see if Internet Banking 
is perceived to fulfil the above elements. 
Experience 
To capture the duration aspect of experience, Ganesan (1994) [23] asked the number 
of years that a retailer has been buying from a particular vendor, and similarly Barnes 
(1997) [12] used the number of years that the customer has been dealing with his or 
her main bank. In the banker-customer context, duration of relationship with the 
major banker is asked. In addition, whether previous experience with a bank is 
determinant in attracting customer to shift and use Internet Banking is studied. 
Perception of Banker's Specific Investments 
Anderson and Weitz (1992) [6] and Ganesan (1994) [23] took into account of a range 
of investments, including trained salespeople, displays and customer-made products, 
to measure retailer's perception on vendor's specific investment. Therefore, to 
evaluate customers' perception on banker's specific investments in launching Internet 
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Banking, a bank's investments in ensuring the website security and providing tailor-
made online services as well as adequate supporting services are included. 
Perceived Uniqueness of Services 
Uniqueness of buying experience is an important factor for inducing customer 
stickiness and loyalty towards a supplier. Although previous studies did not directly 
address this issue, this dimension is added to our study to investigate whether Internet 
Banking can offer superior value and unique banking experience, which in return 
increase dependence towards Internet Banking as a serving tool. 
Satisfaction 
Based on Garbarino and Johnson's study (1999) [24], this construct is measured as 
customer's overall satisfaction with Internet Banking; it is also measured by 
comparing Internet Banking with other banking channels in terms of satisfaction and 
whether the customer will recommend Internet Banking to others. 
Trust 
Morgan and Hunt (1994) [33] conceptualised trust as existing when one party has 
confidence in an exchange partner's reliability and integrity, and suggested that 
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communication is a major precursor of trust. Incorporating with Ganesan's (1994) 
23] measures regarding retailer's trust in vendor's representative onto customer's 
trust in bankers' Internet Banking, aspects of reliability, trustworthiness, quality and 
timeliness are examined. 
Perceived Banker's Commitment 
Morgan and Hunt (1994) [33], in their survey on a buyer-supplier relationship, asked 
the general perception of a buyer towards his supplier, which is modified to fit into 
the banker-customer context. 
Dependence 
In the study of Ganesan (1994), a retailer's dependence on a vendor is measured by 
the percentage of the volume in this category is accounted by the resource supplied by 
the vendor, and the extent to which the vendor is important to them on factors such as 
sales and product lines [23]. Therefore, the extent of customers' reliance on Internet 
Banking to achieve their financial needs is explored. 
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Long-term Orientation 
This scale captures the orientation of customers to bankers. In the study of Ganesan 
(1994), measures of such orientation focus on a retailer's long-term goal, long-run 
concessions, long-run profitability of the relationship and the concern for both parties' 





By plotting the residuals versus the predicted dependent values as exhibited in 
Appendix 4, it was shown that all the four regression analyses performed in this study 
met the assumptions of multiple regression analysis: (i) linearity of the relationship 
between dependent and independent variables, (ii) constant variance of the error 
terms, (iii) independence of the error terms and (iv) normality of the error term 
distribution. 
Before presenting the results, it is important to consider the issue of multicollinearity 
since this may affect the validity of the results. An examination of the correlation 
matrix in Appendix 5 suggests that the independent variables of the regression 
analyses do not have high correlations, as most of the correlation coefficients among 
them are below 0.5. For Satisfaction, Trust, Perceived Banker's Commitment and 
Dependence, the correlations among them are slightly above 0.5 (between 0.50 and 
0.65); nevertheless it does not indicate a substantial problem of multicollinearity. 
A further analysis of the collinearity statistics (Appendix 6) of the regression results 
indicates that the tolerance values and variance inflation factors (VIF) of the 
independent variables are substantially above 0.1 and below 10 respectively; this 
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denotes low collinearity among the independent variables. Hence interpretation of the 
regression coefficients should not be affected adversely by multicollinearity. 
The hypotheses of this study were evaluated using the technique of multiple 
regression. The means, standard deviations, alphas and correlation matrix for the 
constructs are reported in Appendix 5. 
Eight of the nine constructs have alphas of over 0.55 (five of which are over 0.70); 
except for Experience, which has an alpha of 0.20 and should be treated with caution 
when interpreting its impact on other constructs. The measures for all other 
constructs are thus reliable. 
The results of the regression analysis, shown in Appendix 6, indicate support for ten 
of the eleven hypothesized relationships of the study (eight of which are statistically 
significant). 
Long-term Orientation 
A customer's long-term orientation towards Internet Banking was found to be 
significantly related to his/her satisfaction (b = 0.319, p < 0.01), trust (b = 0.154, p < 
0.05), perception of the banker's commitment (b = 0.211, p < 0.01) and dependence 
on the services of Internet Banking (b = 0.309, p < 0.01). Thus, Hi, Kb, Hy, and H9 
are supported. Overall, these four factors explained 62% of the variance associated 
with a customer's long-term orientation. 
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Trust 
A customer's trust in Internet Banking was significantly related to his/her satisfaction 
(b 二 0.532, p < 0.01) and perception of the bank's specific investments (b 二 0.214, p < 
0.01), supporting H4, and H6 respectively. Reputation of the bank was also positively 
related to customer trust, but the standardized regression coefficient was found to be 
statistically insignificant (b = 0.043, not significant); nevertheless, H3 still holds. 
Finally, experience with a bank was, contrary to H5, found to have a negative 
relationship with trust (b = -0.118, p < 0.05). Overall, these four factors explained 
45% of the variance associated with a customer's trust in Internet Banking. 
Perceived Banker's Commitment 
Customer perception of a banker's specific investments in Internet Banking was 
shown to have a significant relationship with perceived banker's commitment (b = 
0.524, p < 0.01), supporting Hg； it explained 27% of the variance associated with 
perceived banker's commitment. 
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Dependence 
Customer's dependence on the services of Internet Banking was significantly related 
to customer's perception of the uniqueness of the services (b = 0.30, p < 0.01), 
supporting Hn. Customer perception of a banker's specific investments in Internet 
Banking was also positively related to dependence, but the standardized regression 
coefficient was found to be statistically insignificant (b = 0.087, not significant); 
nevertheless Hio still holds. These two factors explained 11% of the variance 




The regression results provide substantial support to the conceptual model and 
hypotheses of this study. Customer's long-term orientation towards Internet Banking 
was found to be positively affected by service satisfaction, trust, perceived banker's 
commitment and customer's dependence. Having a R of 62%, these four factors 
provide a strong explanation of customer's long-term orientation. From a banker's 
perspective, it is thus important to make sure all these four elements are met when 
Internet Banking is launched and intended to be used as a tool for maintaining 
customer relationship. 
Customer's trust in Internet Banking was found to be positively affected by service 
satisfaction, perception of the bank's investments on Internet Banking and the 
reputation of the bank, although the regression coefficient for the construct 
"reputation" is statistically insignificant. It is understandable that customers will put 
more trust on a bank's Internet Banking services if they are satisfied with the services 
and think that the bank has made huge investments in its e-banking websites. 
Moreover, good reputation of the bank may lead the customer to believe that its 
Internet Banking services are reliable. Nevertheless, as demonstrated and compared 
to the other two factors, it has a weaker relationship with trust in Internet Banking. 
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This can be explained from the perspective that a good general reputation of a bank 
does not equal to a good reputation in offering Internet Banking services. Thus 
reputation of a bank in general may not have a significant positive impact on 
customer's trust in its Internet Banking services. 
Contrary to our hypothesis, experience with a bank does not positively affect a 
customer's trust in Internet Banking; indeed a negative relationship existed between 
them. This may be explained from the perspective that Internet Banking is a totally 
new channel of doing banking transactions, thus a customer's experience with a 
particular bank will not necessarily increase his/her trust in this new banking channel. 
And, in our survey, customer's experience with a bank even negatively correlates with 
trust in Internet Banking. 
Together with "experience", the above-mentioned four factors provide a moderate 
explanation of customer's trust in Internet Banking (R = 45%). 
Perceived banker's commitment is positively affected by customer's perception of the 
bank's investments in Internet Banking. Acting alone, the factor can only explain 
27% of the variance in perceived banker's commitment. Nevertheless, it is important 
for bankers to know that when they spend huge amount of money and other resources 
in developing their Internet Banking services, they can also enhance customers' 
perception of their commitment in maintaining customer relationship through this 
channel. 
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Customer's dependence on Internet Banking is positively affected by perceived 
uniqueness of the services provided and perceived banker's investments in it, 
although the regression coefficient for the latter is statistically insignificant. These 
two factors do not provide a strong explanation of customer dependence, as the R^ is 
only 11%. 
This result has reinforced the belief that when customers consider the services offered 
by an Internet bank as unique, they will tend to be more dependent on it. The weaker 
relationship between perceived banker's investments and customer dependence 
demonstrates that investments in Internet Banking may not have a significant positive 
impact on customer dependence on it, as merely investing more money into the e-
banking websites does not necessarily create a service that customers will highly 
depend on. 
To provide further insights for strengthening banker-customer relationship through 
Internet Banking, relationships between mean scores for trust, perceived banker's 
commitment, long-term orientation and three customer characteristics (deposit 
balance, previous experience of Internet Banking and Internet usage per week) are 
examined and summarised in Appendix 7. 
It is observed that the larger the deposit balance, the lower the degree of trust put on 
Internet Banking as service delivering channel. Moreover, these richer people 
perceive a lower level of banker's commitment in maintaining the relationship 
through Internet Banking. They are generally less receptive to use Internet Banking 
in the future repeatedly. (Refer to Appendix 7.1) 
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These may due to the fact that richer customers are usually older people who have 
accumulated their savings for some time, so they are less responsive to new things. 
Also, they are more confident to place their transactions with bank staff because their 
transaction amount may be bigger. Being taken care by relationship officers or 
managers, they have been enjoying personalised attention which may not be 
completely substitutable by online banking services. 
Besides, respondents who have used Internet Banking are found to perceive greater 
trust and banker's commitment and are more oriented to a long-term relationship. 
(Refer to Appendix 7.2) 
Having tried Internet Banking, this group of people understands different aspects of 
the service, such as performance and security, better. As a result, they have more 
trust in it, are more likely to perceive banker's commitment in maintaining a quality 
relationship through this channel and willing to use it for a long period. 
Similarly, people who use the Internet more frequently, as indicated by the higher 
Internet usage per week in Appendix 7.3, are more likely to have a sense of trust and 
banker's commitment towards Internet Banking, as well as long-term orientation 
toward such a relationship. 
It is because regular Internet surfers generally like to do things electronically and are 
more willing to try innovative services such as Internet Banking and online 
purchasing. It is easier for them to accept performing transactions over the Internet. 
4 5 
Therefore, they tend to have more trust in Internet Banking and believe that the bank 
has ensured the technical capabilities are in place before launching such a service. 




As from the research findings, bankers can foster long-term orientation towards 
Internet Banking by bringing satisfaction, trust, perceived banker's commitment and 
customer's dependence as customers perform their banking transactions online. 
When customers sense the existence of these elements when using Internet Banking, 
they will use online banking repeatedly. 
Banks, when offering Internet Banking services, should target the career-starters, as 
they are younger, usually more savvy on computers and the Internet and more 
receptive to online transactions. Thus it will be much easier for banks to turn them 
into repeated Internet Banking users and loyal customers. As they develop their 
career, they would accumulate wealth, offering opportunities for banks to cross-sell 
more sophisticate financial products, such as securities and insurance. They would 
replace the current older, but profitable customers who are less inclined to use Internet 
Banking, which is cheaper to the banks. 
Marketing is needed to raise the visibility of the benefits that Internet Banking brings. 
Marketing campaigns can aim at promoting banks' image. Specifically, a bank can 
position itself as one that cares about the well-being of its customers. By promoting 
banks' commitment in establishing life-long relationship via online banking, 
4 7 
customers will understand that banks are prepared to protect their interests. 
Therefore, they will be more confident and receptive to this new way of handling 
personal finances. Banks can, furthermore, communicate recognitions or awards, 
such as in product innovation, quality of customer service and financial performance, 
conferred by industry organisations to customers. This can establish the reputation of 
the bank and customer awareness towards the products and services offered. 
Emotional attachment towards a bank can be strengthened and customer loyalty will 
thus be created. 
Furthermore, it is necessary to attract first-time users because once people have tried 
online banking, they are more likely to realise its benefits. They tend to perceive trust 
and banker's commitment, etc. towards Internet Banking. One of the strategies is to 
set up promotion booths in branches for demonstrating how online banking is 
conducted and addressing the security concerns of customers. Another strategy is to 
establish strategic alliances with a few public utilities corporations such as Hong 
Kong Electric. In light of the large amount of customers that these corporations have, 
there exist great opportunities for cross-selling and promoting the bank's Internet 
Banking services. For instance, the bank can work with Hong Kong Electric and 
other public utilities companies to launch a "Bill Presentment" service, which enables 
these strategic partners to bill their customers directly to the Internet bank accounts. 
By logging onto their Internet Banking accounts, customers can retrieve all the bills 
and pay the charges online. This provides a high degree of convenience to customers 
and can help attract first-time Internet Banking users. 
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Bankers should, moreover, capitalise on the benefits of Internet Banking as it 
facilitates Customer Relationship Management — which makes the tracking of online 
behaviours easier. Therefore, customers' interests and needs can be systematically 
monitored. This can then drives product development and resources allocation in 
such a way that financial resources and attention are diverted to areas that customers 
concern. 
To convey these elements in Internet Banking, bankers should develop information 
system technology to ensure that customers have a generally satisfied experience 
when they conduct their banking transactions online. For instance, the website should 
be user-friendly, personalised and interactive enough such that customers find that 
they are like banking with a real person. Relevant information should be easily 
accessible from the web and prompt replies are given when customers have further 
enquiries. Also, bankers should pay attention to the security issue as customers are 
wary of being hacked by illegal parties and thus losing the hard-earned savings. 
Offering incomparable experiences gives uniqueness to a particular banker's Internet 
Banking services and is therefore the key to win over other competitors. As a result, 
customers are more dependent on a bank's online services and will stick to using its 
Internet Banking. 
More importantly, what a banker is interested in is how to create customer loyalty via 
Internet Banking, rather than the sheer use of Internet Banking. Therefore, it is 
crucial to warrant that the online banking services are unique. It should out-perform 
other competitors by installing the critical elements for long-term relationship through 
Internet Banking. If a bank can offer distinctive Internet Banking experiences to its 
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clients where no other competitors in the market can match with and imitate, such a 
bank can reinforce the sense of loyalty among its customers. With further promotions 
and word-of-month, it can further draw new customers. Subsequently, it can be able 
to broaden its clientele and hence be competitive in the banking industry as non-price 
factors are critical driver for purchasing decision in a service industry, unlike price is 




The results and implications of this study are constrained by the research method 
employed and the sample size, though all hypotheses, except one, are supported. 
The banker-customer relationship model is constructed from the customer perspective 
as to whether customers perceive Internet Banking brings the critical elements for a 
long-term orientation regarding their relationships with their bankers. However, 
relationship is two-way. Bankers' view on satisfaction derived from the relationship, 
trustworthiness of customers, the degree of customer's commitment about their 
relationship and the extend a banker depend on customers and so on determine the 
duration orientation of the bankers. Taking into account of the banker perspective 
would yield more comprehensive and insightful results. Therefore, Ganesan (1994), 
surveying on both the retailers and the vendors, considered both parties when 
examining the determinants of long-term orientation in buyer-seller relationships [23]. 
The model assumes that satisfaction, trust, perceived banker's commitment and 
dependence are determinants of long-term orientation of a relationship. Although this 
is what most studies have conceptualised (Anderson and Narus (1990) [8], Anderson 
and Weitz (1989) [6] and Dwyer, Schurr and Oh (1987) [20], Ganesan (1994) [23]), a 
reverse sequence of events may operate, meaning that long-term orientation of a 
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channel member affect satisfaction, trust, commitment and dependence in a 
relationship. 
Another constraint of the study is the limited sample size that is only drawn from a 
university. Bankers' customers, in particularly the potential Internet Banking users 
who this report is interested in, should be from a wider source. Therefore, the results 
may not be representative enough and hence should be interpreted with caution. 
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CHAPTER X 
DIRECTIONS FOR FUTURE RESEARCH 
Banks are currently targeting numerous market segments by offering different 
personal financial services because requirements and expectations of customers under 
different tiers vary. For instance, the higher net-worth clients are given more 
personalised services and more extensive servicing channels because they are more 
sophisticated regarding their personal finance. A study taking into account of the 
perception on Internet Banking of each individual tier of clients allow bankers to 
understand whether online banking is effective in servicing a particular segment. 
Another interesting aspect for study is a comparison of effectiveness of the various 
service delivery channels in enforcing a profitable long-term orientation. This report 
supports that Internet Banking is able to bring about the essential elements for a long-
term relationship. However, its effectiveness on establishing such a duration 
orientation should be compared with other channels, for examples, branch banking, 
phonebanking services and offsite selling activities, such that bankers can choose a 
channel mix that best fit to their corporate strategies and costs. 
Establishing and fostering a relationship is a continuous process. According to 
Wislson's Process Model (2000) [49], different elements are required as different 
stages of the relationship building. In a relationship, there are both active and latent 
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phases. Some elements may be active at a stage, during which they are the centre of 
the relationship development process; while they may be latent at other stages, during 
which they are, though still important, not under active consideration in relationship 
interaction. Therefore, a further study can be conducted on to what extent and how 
Internet Banking brings the stage-specific elements for fostering the banker-customer 
relationship. Banks may then have to use a mix of tools, apart from online banking, 








































































































































































































































Appendix 2: Survey 
A Survey on Internet Banking 
The purpose of this study is to investigate consumer perception and attitude 
towards Internet Banking. Your participation in this survey is very valuable 
and the data collected will be used for academic purpose only. 
Even you may not have any experience in Internet Banking, you can answer 
the questions according to how you feel about it Please keep in mind that 
there is no right or wrong answer. Your true feelings and opinions about 
Internet Banking are what we are interested in. 
Part 1. Please indicate the extent to which you agree with the following 
statements by circling a number �n the given scale.  
strongly Strongly 
Disagree Agree 
1. I would only subscribe Internet Banking services 1 2 3 4 5 6 7 
from a Bank well-known to the public. 
2. Internet Banking results in unfairness because 1 1 2 3 4 5 6 7 
can obtain preferential rates or more discounts 
when I do my transactions at bank branches. 
3. I would only start banking online with a Bank 1 2 3 4 5 6 7 
that has a reputation of concern about my 
needs. 
4. Banks follow the rules and guidelines laid down 1 2 3 4 5 6 7 
by the regulatory bodies regarding Internet 
Banking. 
5. Previous branch/phone banking experience with 1 2 3 4 5 6 7 
a Bank is a prerequisite before I bank online. 
6. Banks have been investing significantly in their 1 2 3 4 5 6 7 
Internet Banking services. 
7. Banks have offered easy-to-use user interfaces 1 2 3 4 5 6 7 
on their Internet Banking websites. 
8. Banks have provided enough customer services 1 2 3 4 5 6 7 
to support their Internet Banking. 
9. Banks have ensured their IT infrastructure is 1 2 3 4 5 6 7 




10. Internet Banking offers services that are unique 1 2 3 4 5 6 7 
and unavailable from the conventional channels 
(branch banking, phone banking, etc.). 
11. There is no good alternative to Internet Banking. 1 2 3 4 5 6 7 
12. I am generally satisfied with the Internet 1 2 3 4 5 6 7 
Banking services offered by Banks. 
13. Internet Banking brings me more satisfaction 1 2 3 4 5 6 7 
than other banking channels. 
14. I will recommend Internet Banking to others. 1 2 3 4 5 6 7 
15. Internet Banking is safe to use. 1 2 3 4 5 6 7 
16. Internet Banking can enable timely transactions. 1 2 3 4 5 6 7 
17. Services delivered through Internet Banking are 1 2 3 4 5 6 7 
of high quality. 
18. Information contained in Banks' websites is 1 2 3 4 5 6 7 
accurate and complete. 
19. Internet Banking offers all relevant information I 1 2 3 4 5 6 7 
need for online transactions and application for 
services. 
20. Banks are dedicated to maintain our 1 2 3 4 5 6 7 
relationship through Internet Banking. 
21. Banks are committed to keep investing 1 2 3 4 5 6 7 
significantly to its Internet Banking websites for 
enhancing service quality. 
22. Instructions and requests made through Internet 1 2 3 4 5 6 7 
Banking are finally performed and fulfilled. 
23. I do most of my banking transactions online. 1 2 3 4 5 6 7 
24. If the services of Internet Banking were 1 2 3 4 5 6 7 
discontinued, I would have difficulties in 





25. Banks take into account of my needs when they 1 2 3 4 5 6 7 
offer Internet Banking services. 
26. I plan to use Internet as my main banking 1 2 3 4 5 6 7 
channel in the long run. 
27. I would like to develop a long-term relationship 1 2 3 4 5 6 7 
with Banks that offer Internet Banking services. 
28. In the long run, I expect to derive many benefits 1 2 3 4 5 6 7 
from Internet Banking. 
Part 2. Please indicate your personal information. 
1. Your gender: 
• Female 
• Male 
2. Your age: 
• 22 or Below 
• > 2 2 - < 2 5 
• > 25 - < 30 
• > 30 - <40 
• Above 40 
3. Please indicate your highest level of education: 
• Doctoral Degree • Matriculate 
• Master's Degree • Secondary 
• Bachelor's Degree • Others:  
(Please specify) 
4. Your average deposit balance with your principal bank (HK$): 
• Below $10,000 
• $10,000 - $29,999 • $500,000 - $999,999 
• $30,000 - $99,999 • $1,000,000 - $4,999,999 
• $100,000-$499,999 • Above $5,000,000 
5 8 
5. Number of years yqu have been banking with your principal bank: 
• 1 year or Less • > 6 - < 8 years 
• > 1 - < 2 years • > 8 - < lOyears 
• > 2 - < 4 years • More than 10 years 
• > 4 - < 6 years 
6. Number of banks you currently obtain personal financial services (e.g. deposits, 
lending, credit cards, insurance, investment) from: 
• 1 • 6 - 9 
• 2 - 3 • 10 or Above 
• 4 - 5 
7. Number of times on average you currently visit a bank's branch/ATM per week: 
• 3 or Less 
• > 3 - < 7 
• More than 7 
8. Have you used Internet Banking before? 
• Yes 
• No 
9. How many hours on average do you stay access to Internet at home/work per 
week? 
• 3 hours or less 
• > 3 - < 10 hours 
• More than 10 hours 
This is the end of the survey. 


























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Appendix 7:Relationship between Mean Scores for Trust, Perceived Banker's 
Commitment, Long-Term Orientation and: 
7.1 Deposit Balance 
Deposit Balance Trust Perceived Long-term 
(HKD) Banker's Orientation 
Commitment 
Below $100,000 — 4.32 — 4.47 443 
~S100,000-$499,999 — 4.29 一 4.52 一 4.26 
Above or equal to 
$500,000 4.21 4.35 ^  
7.2 Previous Experience of Internet Banking 
Previous Experience Trust Perceived Long-term 
of Internet Banking Banker's Orientation 
Commitment 
Yes — 4.45 4.58 4.60 
"No 4.14 4.34 3.94 
7.3 Internet Usa^e Per Week 
Internet Usage per Trust Perceived Long-term 
week (hours) Banker's Orientation 
Commitment 
Less than or equal to ^27 4^0 A2S 
10 hours 
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